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BUSINESS TRANSACTIONS WITH RELATED PARTIES

List each contract, agreement, or business transaction exceeding a cumulative amount of 2,600
in any one year, entered into between the Respondent and a business cr financial erganization, firm,
or partnership named on page 41 identifying the particular amounts, dates and product, asset, or

service involved.

Part 1. Specific Instructions: Services and Products Received or Provided

1. Enter in this part all transactions invelving services and products received or provided.
2. Below are some types of transactions te include:

- management, legal and accounting services - material and supplies furnished
-leasing of structures, land, and equipment
- all rental transactions

- computer services

- engineering and construction services
- repair and servicing of equipment
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BEFORE THE PUBLIC SERVICE C

oF
THE STATE OF MISSISSIPPI

89-UN-5453

Nreo-149 IN RE: NOTICE AND APPLICATION OF
SOUTH CENTHAL BELL

SOUTH CENTRAL BELL TELEPHONE COMPANY FOR

TELEPHONE COMPANY ADOPTION AND IMPLEMENT-

ATION OF A RATE STABILI~-
ZATION PLAN FOR ITS
MISSISSIPPI OPERATIONS.

QRDER

This cause is before the Mississippi Public Service
Commission ("Commission®) for final detarmination of all
issues presented in this case, and the Commission, having
determined that it has full jurisdiction of the parties and
of the subject matter of this proceeding, and having
considered the oral and documentary testimony and other
evidence presented, now makes the following £indings and order

herein:

I. PROCEDURAL BACKGROUND

On November 15, 1989, Socuth Central Bell Telephone
Company ("SCB" or "Company") filed with this Commission its
Notice and Application For Adeption And Implementation Of A
Rate Stabilization Plan ("Misgsissippi Rate Stabilization
Plan") or ("Plan") for d{ts Mississippi operations.
Thereafter, notice was gilven as required by 1law to all
potentially interested parties and to the public. The
Attorney General of the State of Mississaippi ("Atterney
General"), the United States Department of Defense ("DOD"),
varicus independent telephone companies ("Independente"), the
Mississippi Association of Resellers (“Resellers"), AT&LT
Communications of the South Central States, Inc. ("AT&T"), MCI

Telecommunications Corporation ("MCI") and Mississipp! Legal
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Saervices Coalition and Southeast Mississippi legal Services
(collectively "Legal Services") all intervened in this
proceeding.

On December 11, 198%, tha Commission suspended the
Cempany's propesed rates, charges and Plan for & periocd not
to excesd 120 days and directed the Public Utilities stars
("Staff") to make a full investigation to determine the
raascnablaness and lawfulness of the proposed rates, charges,
and Plan.

Subsequently, on January 31, 1590, the Commission anterad
its Second Amended Echeduling Order in which, among other
things, the Commission established a schedule for the filing
of testimony and exhibits by all parties and intervenors; for
the filing of data requests and responses tharsto by certain
specified dates; for a prehearing conference to be conductad
on April 24, 1990: for tha filing of final testimony and
exhibits subssquent to the prehearing conference; and for the
public hearings to commence May 14, 1990.

Ths prehearing conference was conducted as scheduled,
with extensive discussions and negotiations among the Stafgf,
the parties, and the Intervenors. On April 26, 1990, as a
consequence of the prehearing conference, the Staff, the
Attorney Ganeral, Legal Services, and the Company entered inte
certain stipulations which were thereafter accepted and
adopted by the Commission by its Order of May 7, 1990.

on April 27, 1990, ATET and the Company entered into
certain Stipulations. On May 14, 1590, the Atterney General,
the Company and legal Services entered into certain additional
stipulations. Both of these Stipulations were filed with the
Commission and made part of the record.

Prior te the cemmencement of public hearings in this
causc, the Independents who had intervened withdrew their
interventions and all testimony and pleadings asscociated
therewith and were dismissed from this case.

Upon the commencement of public hearings in this cause,
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the Resellers' Motien in Lipine to strike AT&T's testimony
regarding restructuring of the intralATA market was hesard.
The Commission granted said motion and stated that the subject
of 4intralATA competition should not be addressed in this
docket but should be addrassed in another docket in the
future.

Public hearings in this matter were commenced on May 14,
1950, and concluded on May 15, 195%0. All interestad perscns
and parties were afforded a full opportunity to present
statements and evidence. Extensive evidence was introduced,
and all parties were afforded a reascnable oppertunity to

cross-examine witnesses of all other parties.

II. ZINDINGS

Subsequent to the cenclusion of the public hearings, the
Commission has duly considered all of the prefiled direct,
supplemental and rebuttal testimony and other evidence, and
does novw make and enter the following findings:

A,

Recognizing the vast changes that had occurred and were
eccurring in the talecommunications industry, in our Order of
August 10, 1988, we established Docket U-5214 to addraess the
implication of these <changes on the provision of
telecommunication services in Mississippi. Ameng other
things, we directed the Company to file with us an overall
plan for the development of new technologies in this State,
and to file a preposed state-wide plan and tariffs to offer
on an optional basis a method of service that weuld (1) permit
ratepayers to have some contreol over their local charges; (2)
help low income persons to have access to the Company's
network; and (3) address extended area calling concerns. 1In
response to the Commission's Order of August 10, 1988, the
Company developed and provided to the Commission detailed
information on the Company's plans for the deployment of

technelegy, especially in the rural areas of this State. In
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addition, the Company developed a state-wide plan to provide
Mississippi ratepayers a local service option that would allew
them to control their local telephone charges and that would
address extended area calling concerns. This plan, called the
Area Calling Plan ("ACP"), is available in much of the State
and will ba available to all South Central Bell Mississippi
customers by the end of 1990. Because some customers may want
to Keep their mervice exactly the way it is, this new usage
based local service offering is provided as an optional plan.
Moreover, in Docket U=-5214, we diracted the formation of a
Task force to study and make recommendations to us concerning
regulatory approaches capable of responding to the changes and
corplexities in the currant talecemmunications environment.
The Task FPorce appointed by the Commission studied and
considered the matters assigned to it, and on October 29,
1988, submitted a detailed report to the Comnmission
recommending the sstablishment and implementation of a Rate
Stabilization Plan. Aftar raviawing tha report and filings
of the Task Force, the Commismion dacidad to defar the matter
of new regulatory approaches for future consideration.
B.

In addition, the Mississippi lLegislature enacted Section
77-3-2(h), Mississippi Code of 1572, which became effective
February 24, 1989, authorizing this Commissicn to coensider and
adopt formula rate-making plans, In granting that authority
to us, the Legislature declared the public pelicy of this
State to be "to encourage the continued study and research for
new and innovative rate-making procedures which will protect
the State, the public, the ratepayers, and the utilities, and
where possible, reduce the costs of the ratemaking process."

on November 15, 1989, the Company initiated <this
proceeding, saeking approval of its proposed Missiasippi Rate
Stabilization Plan. Our review of that Plan clearly shows
that the Plan meets all of the requirements of the aforesaid

Section 77-3-2(h) including those requirements concerning
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periodic revenue adjustments and hearings related thereto.
The Commission takes this oppertunity to axpressly confirm
that the plan does not propose, nor will it be allowed, to
abrogate the atatutory requirements for hsarings.

(=

In the context of the developments described abova, and
in light of the extensive evidence presented in the course of
this proceeding, we are convinced that the adoption of a Rate
Stabilization Plan is in the best interests of the Company's
ratapayers, of the gensral public, and of the Company itsel?f.
Accordingly, we ordar the implementation of a Rate
Stapilization Plan for the Company's operations in
Mississippi, as set forth hersain; however, as set forth below,
in doing so we reject certain aspects ©f the Company's
propesed Plan, make changes to certain other aspects of the
Company's proposed Plan, and order instead the adoption and
implementation of the Plan as modified hersin.

D.

As noted above, during the course of thase proceadings,
the Company and certain parties and intervenors entered into
certain Stipulations. Not all parties or intervencrs entered
inte all of the stipulations, however; and the Commission
formally accepted and adopted as its own only those
Stipulations entered into on April 26, 1990, betwsen the
Company, the Staff, the Attorney General, and Legal Services.
In any event, all parties and intervenors were afforded a full
oppertunity to object to said Stipulations and to present
testimony and other evidence respecting those Stipulations.
Notwithstanding this oppertunity, no party or intervenor
objected to the Stipulations or presented any evidence at the
public hearings contrary to or inconsistent with the
Stipulations dated April 26, 1990, which were accepted and
adopted by this Commission.

Having considered all of the oviéence presented by all

of the parties and intervenors, the Commission does now
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further find as follows!:

. The Company's 1990 forecasted actual capital

structure of 61.55% equity and 38.45% dabt is the appropriate

capital structurs for the Company.

2. The total embedded cost of the Company's longeterm

and short-term debt is 8.67%.

3. For purposes of implementing the Mississippi Rata

gtabilization Plan, the rate basea for 1990 ies $876,075,000.

4. The ongoing average investment base of the Company

shall be calculated in accordance with Exhibit A attached to

the April 26, 1990 Stipulation filed in this cause.

S. For purposes of implementing the Mississippi Rate

Stabilization Plan, the Company's inceme <for 1990 is

$110,828,000.

6. The rate of return rangs for use in the Mississippi

Rate Stakilization Plan is set at 10.74% to 11,74% return on

average investment base (Rate Base as defined in Exhibit A of

the April 26, 1990 Stipulation filed in this causa).

7. South Central Bell shall reduce rates effective on

the date of tha implemantation of ¢tha Missisasippi Rate

Stabilization Plan by an annual amount of $22,800,000. Such

reductions shall be applied to various rates in accord with

ordering paragraph 3 beslow.

Excapt as hersaftar stated, the Commission accepts and

adopts as its own the Stipulation entered into by and between

the Company, the Atteorney General and Legal Services dated May

14, 1990. The Commission adopts and incorporates into this

Order by reference all of the paragraphs of said Stipulation

except paragraph 5 therein which sets out how the $22,800,000

rate reduction should be allocated. The Commiasion's

allocation of said reductions is set forth in ordering

paragraph 3 below.

Having considered all of the evidance presented by all

cf the parties and intervenors, the Commission does now
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further find as follows:
1.

The Mississippi Rate Stabilization Plan (YMRSP") formula
will exclude from rate basa (investmant base} the company's
investment in Long-Term CWIP.

2.

MRSP formula will exciuce rrom oparating income <tna

Company's accruals of Interest During Construction (IDC).
3.

Each and every filing of a naw innovativa tariff proposal
by the Company must be accompanied by evidence that the new
sarvice will, at a minimum, cover its Long Run Incramental
Cost (LRIC) and provide a contribution to the overhead of the
firm.

4.

The Company shall revisa the plan to provide for a
maximum of one revenue neutral adjustment during the three-
year plan. The adjustment shall be as follows:

A. Decrease revenuas $).0M from Schedule 4
(in priority order shown)

B. Increass revenues $3.0M as follows:

Rixectory Assistance

Eliminate exemptions from Hotels,
Metels and Mobile Phones.

LALe Pavment

Initiate 1.0% charge for payments not
received by the billing date follewing
date bill rendered.

C.  Ragxoup Exchanges
5.
The following raports shall be furnished to the
Commission:

A. Monthly - combinad and intrastate income statements
and statements of invastment;

B. Monthly « MR=7 raport (This raport details the
Company's access lines by customsr class and type

of central office in service in Mississippi. This
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report will be filed with the Comnission on a
proprietary  basis inasmuch as it contains
commercially sensitive information).

c. Quarterly - MPSC 1.

D. Budget and budget conmparisons, on a proprietary

basis, as required by the Commissien.
6.

The duration of the Plan shall be three years. The PSC
shall review the Plan after the fourth point of test (mid
1992), prior to the expiration of the Plen.

7.

The Company shall provida the public utilities stazf with
such information as the staff may raquire to investigate the
performance of the PFlan.

8.

The Company shall develop a cost study which, for a given
12-month pericd, assigns its Mississippl intrastate
investzant, ravenuss, expenses, taxes, and return to the
services listed on Attachment A to the Stipulation or as may
be mutually agreed upon by the parties. The initial version
of the study will be complataed to reflect actual results for
the 12 months ended on December 31, 1991 and will be filed
with the Commission and the Executive Director of the Public
Utilities Staff undar proprietary cover no later than June 10,
1992.

9.

In case of disputes between the Company and the staff
regarding the operation of the Plnﬂ, such disputes will be
rasclved by the commigsion as set forth in tha Task Force
Report datsd October 31, 1988.

F.

Historiecally, basic telephone axchange service provided
by the Company has been priced below cost, and such service
has been subsidized for many years by revenues generated from

other services. The advent of competition in the
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telecommunications industry tends to drive rates for various
services toward the cost of providing such services.
Therefore, it would be inappropriate for any of the proposed
522;800,000 rate reduction to be applied so as to reduce rates
for basic local exchange service, which is already priced
below cost.

G.

Puring the hearings, testimony was presanted regarding
the unique problems relating te telephone servicea thet arse
currently faced by DeSoto and Smith County residents, DeSoto
County taelaphone users have a strong community of interest
with both Mamphis and Collierville, Tennessee. This community
of intereast includes strong economic tiss between the Memphis
area and the DeSote County area. This Commission firmly
balieves that high toll rates operate as an economic barrier.
Removing this economic barrier would effactively make the
entire Mamphis area a potential customer of DasScto County,
Mississippi. Additionally, it would allew DeSoto County
residents increasad acceas to their jobs and businesses in the
Manphis area. South Central Bell's Mississippl operations,
however, are bounded both by LATA boundaries and state
boundaries. This Commission is concerned with the needs of
the citizens of DeSoto county and yet recognizes that its
jurisdiction ovar the Company does not allow a complete
solution to this preblem. To begin to address the problen,
the Commission f£inds that South Central Bell should adjust its
ACP rates to previde for reduced rates for calls to Memphis
and Collierville, Tennessee. Further, this Commission shall
enter into discussions with the Tennessee Public Service
Commigsion, the Company and all other telephone companies
providing service in that area, to saek to davelop reciprocal
calling arrangements from these Tennessee exchanges into
Mississippi.

Reprasantativas from Smith County presented arguments

which supported the need to reevaluate arrangements for local
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calling in the county.

In the interest of being responsive to the expressed
needs of Smith County residents, and as a vehicle for
gathering data on possible future enhancemants for the ACP,
the Commission f£inds that modificationa to the ACP for Smith
County on a trial basis are desirable. The Company and the
Staff should work togather to determine such medifications and
implementaticn achedule. Upen the accumulation of sufficient
dats the staff and the Company shall review the results of the
Smith County modification to determina the feasibility and
desirability of extending the modifications on & statevide
basis.

H.

The evidence presentsd was sharply conflicting concerning
the necessity for and frequency of hearings when changes in
rates are £¢ be made under the Plan follewing the Company's
sexi-annual raports to the Commission of certain required
financial data. Certain Intaervenors propesed that hearings
be held every time there is any such change in rates under the
Plan. The Comnission finds that this proposal is wholly
ynworkable and would defsat the vary efficiencies that the
Pian is designed to accomplish. Accordingly, the Commission
detaermines that no hearings will be reguired ﬂ;th regpect to
changee in rates under the Plan, so long as theae changes are
within the limits prescribed by Section 77-3-2(h).

I.

The evidence was also conflicting concarning the
necessity for hearings before modification can be made to
certain schedules found in the Plan. The Plan proposed by the
Company provided that services subject to change under the
Plan were specified in Schedules 4 and 5 to the Plan. That
proposed Plan further provided for periodic reviews by the
Commission and the Company respecting any modifications that
should be made to thosa Schedules. In our view, this proposal

is unacceptable because it places entirely too much authority

10
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in the hands of the Company and the Staf?, without the
safequards of notice to parsons whe may be affectaed by such
modifications to Schedules 4 and 5 and the opportunity for
them to be heard. 1If any modifications to Schedules 4 or 5§
are proposed by the Company or the Staff, an appropriate
request to the Commiesion therefor must be made, and notice
will be given to persons potentially affected thereby; and,
i?2 appropriats, hearings will ba held to determins whether
such modifications should be made. Accordingly, the
Commission orders thae preparation of a Rate Stabilization Plan

which incorporates the conclusions in this regard.

III. EINDINGE CONCERNING REDUCTIONS
The $22.8 Million raduction in rates resulting from the

April 26, 1990 Stipulation presants the Commission with a
pleasant dllemma; i.e., hoew to equitably spread ths rate
reduction to most effectively benefit the ratepayers of
Mississippi. Most all of the parties and intervenors urged
that the reduction be applied to areas involving <heir
respactive interests. This is understandable for thsy are
advocates. Hewever, the Commission's charge is to protect the
interasts of all parties, intervenors, ratepayers, and the
Company. There is no difficulty in determining the areas that
deserve consideration for reduction. They are numerous. The
funds, however, are finite. With the foregoing in mind, we
undertake the task at hand.
Blocking of 900/976 Nupbars

The Miesiasippi Public Service Commission has previocusly
ordered that South Central Bell block 900 and 976 numbers free
of charge for residential customers that request blocking.
Since that time it has been brought to the Commission's
attention, threugh numerous complaints, that other classes of
ratepayers sguch as churches, achools and businesses, also
desire to have 900 and 976 numbers blecked. Commissioner

Watgon initiated an inquiry into this matter at the hearing

11
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and South Central Bell agreed to furnish the Commission
information concerning the revenue loss and cest to South
Central Bell to provide blocking of these numbers free to all
classas of ratepayers. Tha Cormission finds that it is in the
public interest to eliminate the existing $3.75 wonthly charge
to the above classes of customers for blocking of such calls.
Therefore, a portion of the $22.8 Million rate reduction shall
be applied to this service as sat out in Ordering paragraph
3 below.
Extendsd Area Calling Plan (ACP)

Four public witnasses urged the Commission to extend
local calling in Smith and Defote Counties. Additicnally, the
Commission has rsceived numerous inquiries from rcsidents in
these two counties and other counties concerning these issues.
South Cantral Bell, through its witness James H. Anderson,
alsoc requestad the Commission to extend the Area Calling Plan
from 22 miles to 30 miles. This would allew residents of all
Mississippi counties to call their county seats on a local
maasured basis. The extension of the Area Calling Plan will
alsoc go a long way in helping alleviate the Extended Area
Sarvice (EAS) problems facing many rural customers. As
pointed out by Mr. Anderson, intralATA short haul toll rates
are at a level that substantially restricts calling to nearby
axchanges. This limits economic expansion from larger cities
into the rural areas which are served by a nearby exchange.
Reducing these short haul toll rates should serve to open up
opportunities for economic development. In large metropolitan
areas today, customers can call locations that are 30 miles
away on a local basis. In many of the smaller exchanges in
the stata, it is neccssary to call on a toll basis at these
and even shorter distances. Expansion of the Area Calling
Plan to 30 miles makes expanded calling scopes available to
customers in smaller exchanges on a basis similar to customers
in larger exchanges, We are convinced that high toll rates

do create an aconomic barrier to the citizens of ocur state and

12
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that by reducing rates in these areas we will help enhance the
economic development of the state. Therefore, a portion of
the $22.8 Million rata reduction ghall be applied to extend
the call area from 22 miles to 30 miles and to include county
seat calling as set out in Ordering paragraph 3 bkelow. This
shall be accomplighed no later than July 31, 1990 in those
exchanges where the Area Calling Plan is currently in effect.
Bi-Jurisdictional WATS

The Commission finds that during the pendency of this
cese, it received correspondence frem several intereaxchange
carriers requesting that the Commimsion review its policy on
the requirement for jurisdictionally separate WATS access
lines. That policy was set forth in Decket No. U-4977, in
which the Commission ordered that interstate and intrastate
WATS service bhe provided over jurisdictionally separate WATS
access lines.

on April 20, 1990, South Central Bell filed a tariff
revision (o be effective July 2, 1990} which provided for the
introduction of a bi-jurisdictional WATS service. The
estimated annual revenue impact on South Central Bell of the
filing is a reduction in revenuss of $770,000, The Commission
finds that significant changes have occurred in the market to
the point where jurisdictional restrictions are no longer
appropriate and that customers will benefit from this filing
through the ability to construct more efficient networks.
Therefore, South Central Bell's proposed bi-jurisaictional
WATS tarif? should be implemented effective July 2, 1990
and a portion of tha $22.8 Million rate reduction shall be
applied to this service as set out in Ordering paragraph 23
below.

Bural Zone Mileags Chaxges

Rural zone mileage charges are designed to recoup the
extra expense to serve customers located outsjide the base rate
area. The same charges are alsc responsible for some

customers not being able to afford single line service. As

13
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stated by Mr. Anderscn of South Central Bell, the zone charge
is simply a fixad charge that is added to the basi¢c rate for
customers whe live in a rural area. In kesping with the
universal service goal of this Commission, a reduction in gone
charges would make talephone service more affordable to
custorers desiring single line telephons service. Alse, by
combining zone charge reductions with the Area Calling Plan
reductions, customers in rural areas can ses a substantial
reduction in their phona bill.

Therefore, we find that we can accomplish our stated
goals by allecating a portion of the $22.8 Million rate
reduction to all rural zone mileaage charges as set out in
Ordering paragraph 3 bslow.

IntralATA Toll Reduygtion
IntralATA toll charges are priced above cost and

consequently provide a contribution ¢o local service,

- Historically, intrastate rates have baen priced higher than

interstate rates. However, with increasing competition from
the resellers and interexchange carriers, intralATA toll rates
must be reduced in order for South Central Bell to retain any
of that business and remain in a competitive posturae for the
future.

South Central Bell, the Attorney General and Mississippi
Lagal Services Coalition/Southeast Mississippi legal Services
entered into a Stipulation on May 14, 1990. In pasragraph S
of that Stipulation the parties to the Stipulation suggested
allecation of the reduction to certain areas; one of them
being a reduction in intralATA toll in the amount of $10
Millien.

The updated testimony of ATET's witness, Neil E. Brown,
suggested a reduction to be allocated hetween intralATA toll
and local services in the amount of $12.6 Million.

South Central Bell urged that any reductions to
intrastate access charges must be accompanied by reductions

to South Central Bell's intralATA toll rates. The Company

14
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testified that such concomitant reductions are necessary in
order to avoid increasing the disparity between South Central
Bell intralATA toll rates and rates for intcr%ATA calling.

Mr. Anderson of South Central Bell tastified on direct
and cross-examination that intrastate tcll was priced above
cost and that it was South Central Ball's intention to meve
it toward cost.

The Suprame Court of Mississippi in RPittman v. MPSC, 538
§0.2a 387,400 (Mies. 1989) said:

Under the statute utility rates must be just

and reasonable. The statuto requirement of Jjust

and reasonable rates is satisfied when the rates are

cost based.

Cost based rates are a goal of this Commission, however,
it is the experience of this Commission that the goal of cost
based ratas often conflicts with other goals of ¢this
Commiasion, e.g., universal service. Additienally, meving to
cost based rates too quickly can result in rate shock to the
local subscriber. The Commission views cost based rates as
an ideal, a yellew brick road that we tread deliberately and
diligently with full knowledge that countervailing goals may
prevent our arriving at the goal of totally cost based rates.
Therefore, a porticn of the $22.8 Million rate reduction shall
be applied to intralATA toll as set out in Ordering paragraph
3 below.

Lifaline Program

Lagal Services witneaas Roger Colton advecated the

institutien of a lifeline program in Missisaippl and urged

that a portion of the $22,800,000 rate reduction be used to

implement such program. This Commission is committed to the

* ideal of universal telephone service and we are very much

awarc of the special needs of very low income ratepayers. We
have directed the Company to file two (2) separate tariffs
which significantly address the needs of low income customers.
The first of these was Link-Up Mississippi, which was approved

in May of 1988. This plan has been successful in promoting

15
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subscribership among low inceme households without triggering
the need for increases in basic local exchanga rates. The
second tariff filed by the Company to address the needs of low
income customers was the Area Calling Plan (ACP) as ordered
by the Commisaion in Docket U-3214. The ACP was designed to
"provide a way for ratepayers to coentrol their local telephone
rates, help low income persons have asccess to the network, and
address extsnded area calling concerns®,

The Commission finds that a portion of the $22.8 Million
should be allcecated to address further the needs of our low
income telephene subscribers. Testimeny supports both the
nead to further refine the ACP and implement a Lifeline
Service offering which would be available to all persons
meeting the eligibility requirements to be established ftor
the program. Lifeline is a federal assistance program whereby
part or all of the federal subacribar line charges are waived
to the extent that intrastate rates for these customers are
likewise reduced. Therefore, for those customers who meet
the eligiblility requirements for the 1lifeline sarvice
offering, the Commission finds that the ACP monthly rate
should be reduced by $1.00. The Commission with input from
the Company and legal Services will develop & Lifeline plan
consistent with this order for the purpose of submission to
the Federal Communications Commission to secure plan
certification and <thereafter ACP monthly rates shall be
raduced as sat forth above.

Tharefore, & portion of the $22.8 Millien rate reduction
shall be applied to these mervices as set out in Ordering
paragraph 3 below.

intrastate Accass charges

Prior to divestiture ATET and the Bell Operating
Companies were siblings as issue of "Ma Bell" and shared many
common interests. Since divestiture their common interests
have diminished and it is not unusual for the former siblings

to agreo to disagree. One issue that ATET and South Central
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Bell do agree on is that intrastate access charges should be
moved toward parity with interstate access chardges. South
Central Bell's witness Jim Anderscn, ATiT's witnesses Garry
L. Sharp and Neil E. Brown, and MCI's witness Don wWood, all
advccated a reduction in intrastate access charges. These
witnesses agreed that the goal is tfor intrastate access
charges to "mirror" interstate access charges, however, the
intarvenors wanted that goal accomplished instanter. The
Company urged that it would be inappropriate to reduce
intrastate access charges by the amount urged by the
intervenors so as to achieve such parity at this time. gouth
Ceantral Bell, the Attorney Genersl and Legal Services, in
their aforementioned stipulation, set the intrastate aoccess
reduction at $4 Millien. The Commission accepts thas concept
that intrastate access charges should move toward parity with
interstate access charges, however, as we stated previously,
the funds avajilable for ¢this are finite. The Commission
agraes with the position taken by the Company, the Attorney
General and Legal Services in their stipulation. Therefore,
a portien of the $22.8 Million rate reduction shall to be
applied to the reduction of intrastate access chargea as sst
forth in Ordering paragraph 3 below.

IT IS, THEREFORE, ORDERED by the Commission that:

1. It is in the best interests of Mississippi
ratepayers, the public, this Commission, and the Company for
this Commission to adopt and implement a Rate Stabilization
Plan.

2. The Commission hereby adepts and orders the
implementation of the Mississippl Rate Stabilization Plan in
the form and content of the November 15, 1989 Plan filed by
the Company, but as modified by our Findings herein. In order
to implement this Commission order with respect to the
Mississippi Rate Stabilization Plan, the Company is ordered
to make the modifications required herein and is ordered to

prepare and file the Plan as a tariff which will become part

17

n6. 14. 81 31:43 PM P18



Sheet 13 of 19

of its General Subscriber Services Tariff, with an effesctive
date of July 1, 19%0.

3. The Company shall immediately file, to become
effective with billing periods on and after July 1, 1990,
axcept as otherwise set forth hersin, tariffs, rates, and
charges, to reduce its rates by an annual amount of

$22,800,000 to be applied as follows:

Service Categoriam § Reduction Amount
Lifeline _ 1.4
ACP 3. 85M

AcCens 4,04
Raduce intrastate criginating
and terminating CCLC towaxd
the_interstate level
Toll 10,0M
IS _Rates
Rural zone Milsage Chazges 2.5M
DaSctpe County _—-1-) .4
Smith county LO7M
Bi=Jurisdictional WATS L1IM
Alogking 017M

4. This Order constitutes the final Order of this
Commission in this cause, and supersedes and supplants any
interim or other prior Orders herein to the extent that any
such Order is inconsistent with any finding or conclusion
herein, or any other provision hereof.

s, Each specific finding of fact and conclusion of law
heretofors made in this Order is accepted and adopted as an
ultimate finding of fact and conclusion of law by the
Conmission.

ORDERED by the Comnissioen this the l g day of

, 1990.
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Chairman Nielsen Cochran voted 1*44;: Vice Chairman Bo

Roebinson voted %v Coumissioner George T. Watson voted

M.

MISSISSIPPI PUBLIC SERVICE COMMISSION

27@&4—-/%«/

Nielsen Cachran, Chlfiunn

’nun
/Bo Rob nson, ﬂmun

ay, Executive acretary
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FEDERAL COMMUNICATIONS COMMISSION
WASHINGTON, D.C. 20334

N RILY ASFER TO:

June 22, 1990

Mr. Paul Glist

Cole, Raywid & Braverman
Attorneys at Law

Second Floor

1919 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

Dear Mr., Glist:

This is in response to your letter of December 20, 1989 which requested
a response that would allow companies paying pole attachment rentals to
determine pole attachment carrying costs using Part 32 accounts reported in
the Annual Report Form M.

You requested that we review your understanding of where the contents
of certain Part 31 accounts are reported on the Federal Communications
Commission Annual Report Form M. Annual Report Form M was revised on April
27, 1989 (DA 89-503, released May 12, 1989) to reflect the new accounting
system in Part 32 (47 C.F.R. Part 32) that replaced the accounting system in
Part 31 effective January 1, 1988.

Your letter also requested information on whether or not the contents
of severzl apparently comparable Part 32 expense accounts now include more
expenses than they previously included under Part 31. The Part 32 accounts
for which you requested more specific information are discussed in the
following paragraphs.

Account 6411, Poles expense.

Account 6411 under Part 32 is comparable to Part 31 Account 602.1,
Repair of pole lines, if the benefit component and rent component of the
expense matrix are eliminated. Under Part 32, Account 6411 includes benefits
previously included in Part 31 Account 672, Relief and pensions, social
security and other payroll taxes previously recorded in Part 31 Account 307,
Other operating taxes, and rents previously included in Part 31 Account 671,
Operating rents. Account $02.1 generally matches with the sum of columns (ac)
and (af) reported for Account 6411 on Annual Report Form M Schedule l-1.



In the formula prescribed in CC Docket 86-212, the benefit amounts
reported in Annual Report Form M Schedule I1-1 column (ad) would have been
included as part of the numerator for the calculation of the administrative
expense ratio and the social security and other payroll taxes also included in
column (ad) would have been included in the numerator for the calculation of
the normalized taxes ratio. The rents reported in column (ae) would have been
included as part of the numerator for the calculation of the administrative
expense ratio.

Account 6124, General purpose computers expense.
Account 6724, Information management.

Your letter correctly notes that Part 31 did not provide separate
accounts for computer expenses and that Part 32 includes expenses recorded in
Account 6724 in the category of general and administrative expenses. Your
letter is not correct in assuming that if one wishes to isolate the computing
expenses a telephone utility incurs in general corporate overhead, one would
look to Account 6724 only. Account 6124, as presently described in Part 32

_does include some expenses that under Part 31 were included in general and

administrative expenses. Expenses recorded in Account 6124 relate to assets
recorded in Account 2124, General purpose computers, which by definition
relate to general administrative information processing activities. (See
47 C.F.R. Sections 32.2124 and 32.5999 (b)). While we have conducted no
formal analysis of this account it should not contain expenses associated
with computers and related devices and software that perform switching,
network signalling, network operations or plant specific equipment functions
for which accounts have been provided (See 47 C.F.R. 32.2124 (d)).

Account 6535, Engineering expense.

Under Part 31, expenses of general engineering departments were recorded
initially in Account 705, Engineering expense and then cleared to other
accounts on the basis of services rendered, as determined by the time devoted
to particular jobs. The pay and expenses of supervisory personnel and other
personnel engaged in clerical, reproduction and record work were also cleared
to other accounts. Under Part 32, Account 6535 includes general engineering
expense that is not directly chargeable to specific undertakings or projects.
Under Part 32, engineering expenses directly related to poles would be
recorded in Account 6411, Poles expense. As a result, a portion of Account
6535 would include the indirect expenses of supervisory personnel that under
Part 31 would have been cleared to Part 31 Account 602.1, Repair of pole
lines.



Account 6611, Product management.
Account 6612, Sales.

Account 6613, Product advertising.
Account 6621, Call completion services.
Account 6622, Number services.

dccount 6623, Customer services.

Under Part 31, the expenses recorded in Accounts 640 through 650,
considered in the aggregate, generally track to Accounts 6611 through 6623
under Part 32, with the exception of connecting company relations expenses,
which were recorded in Part 31 Account 644 that are now recorded in Account
6722 under Part 32.

Account 6722, External relations.

Some of the expenses recorded in this account were not included in
Accounts 661 through 677 under Part 31. These expenses include nonproduct
related corporate image advertising and some expenses that were recorded in
Account 644, Connecting company relations. The nonproduct related corporate
image advertising portion of the expenses recorded in Account 6722 can be
identified on Annual Report Form M Schedule 1-6. There is no separate
identification of the connecting company portion of expenses recorded in
Account 6722 in the Annual Report Form M.

Account 6726, Procurement.

Under Part 31, the expenses now recorded in Account 6726 were originally
recorded in Account 704, Supply expense and then cleared to appropriate
accounts including Accounts 661 through 677.

We have reviewed the attachment to your letter, which we have revised in
dight of the previous discussion and enclosed as an attachment to this letter.

If you have additional questions you may contact John T. Curry or

Thaddeus Machcinski of my staff on (202) 634-1861.

Sincerely,

W%&:«_

Kenneth P. Moran
Chief, Accounting and Audits Division

Attachment



ATTACHMENT

Conversion Schedule

Part 31

Account Part 32 Account Title Form M Location

100.1 Telephone Plant in Service 2001/Sch. B-1

171 Accumulated Depreciation 3100/Sch. B-1

176.1 Net Current Def. Operating Inc. Taxes 4100/Sch. B-11
Net Noncurrent Def. Oper. Inc. Taxes 4340/Sch. B-11

241 Pole Lines Investment 2411/Seh. B-1

608 Pole Lines Accumulated Depreciation 2411/Seh. B-5b

304 Operating Investment Tax Credits-net 7210/Sch. 1-1

306 Operating Federal Income Taxes 7220/Sch. 1-1

307 Operating State and Local Income Taxes 7230/Sch. 1-1 1/
Operating Other Taxes 7240/Sch. 1-1 1/

308.1

308.2

309 Provision for Defer. Operating Inc. Tax-net 7250

602.1 Pole Expense 6411/Sch. 1-1 2/

661 Executive and Planning 6710/Sch. I-1

662

663 Accounting and Finance 6721/Sch. 1-1

664 External Relations 6722/Sch. 1-1 3/
Legal 6725/Seh. 1-1

1/ Does not include social security and other payroll taxes.

2/ Column (ad) will include relief and pensions formally recorded in Account
672 and social security and other payroll taxes included in Account 307.
Column (ae) will include rents included in Account 671.

3/ Includes institutional advertising included in Account 642, and connect-
ing company relations included in Account 644. The amount of advertising
in 6722 is reported on Form M Schedule I-6.



Part 31

Account

665
668
669
670
671
672
673
674

675

4/ A portion of these expenses were

Part 32 Account Title

Other General and Administrative
Poles Expense (other matrix)
Poles Expense (other matrix)
Earth Station Expenses

Poles Expense (rent matrix)
Poles Expense (benefits matrix)
Telephone Franchise Requirements
General Services and Licenses
Other Expenses

General Purpose Computers
Engineering Expense

Human Resources

Information Management
Procurement

Research and Development
Other General and Administrative

general expenses under Part 31.

704.

661 through 677.

under Part 31.

Form M Location

included

6728

6411/Sch.1-1

6411/Seh.1-1

6231/Sch.1-1

6411/Sch.1-1

6411/Sch.1-1

col.(af)
col.(af)
col.

col.(ae)

col.(ad)

Various Accounts

Various Accounts

Various Accounts

6124/Sch.
6535/Sch.
6723/Sch.
6724/Sch.
6726/Sch.
6727/Sch.
6728/5ch.

I-1

et bl bt
]
-—r e h e wd b
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total administrative and_

5/ A portion of the expenses recorded in this account were recorded in Account
Supply expense under Part 31 and then cleared to appropriate Accounts

6/ A portion of these expenses were included in Account 626 Rest and lunchrooms



